ABSTRACT:
In recent years, a number of private foundations and organizations have launched ambitious initiatives to support promising entrepreneurs in developing countries -on both a for-profit and not-for-profit basis. Many of these programs have focused exclusively on business capacity building efforts. While these tailored programs play an important role in supporting small-and medium-sized enterprise (SME) development, their overall effectiveness remains hamstrung in part by continuing constraints on entrepreneurs' access to expansion and operating capital. Simultaneously, the U.S. government, other bilateral donors, and international financial institutions (IFIs) have launched a series of initiatives that provide both financial and technical assistance to SMEs in developing countries. Surprisingly, collaboration or formalized partnerships between private foundations and donor agencies has been somewhat limitedparticularly on a strategic or globalized basis. This paper is targeted specifically for these private foundations. First, it provides an overview of existing USG and IFI programs. Second, it offers several new, incremental options for private foundations to establish focused partnerships with donor agencies in support of their ongoing organizational goals.
Against this backdrop, there is growing momentum among both the U.S. Government and other leading economies for an even greater focus on private sector-led development initiatives. The Group of 20 has committed to launch a SME Finance Challenge initiative along with a number of other related activities during its November summit in South Korea. Moreover, there is an opportunity to build agricultural SME finance and capacity building programs into the Obama Administration's new $3.5 billion Food Security Initiative. Collectively, these initiatives and events provide an excellent window of opportunity for private foundations to collaborate with donor governments in support of entrepreneurs in developing countries.
collateral requirements that can be as high as 100 to 200 percent of the underlying loan value.
Several of the aforementioned SME constraints also further restrict access to capital. Poor organizational capacity can impact SMEs' ability to conclusively convince banks that their businesses are well managed, highly profitable, and sustainable. Lack of formalized supply linkages with large, well-established companies can also cast doubt on the sustainability of some SMEs' business models. Lastly, poor business climates have a disproportionate impact on SMEs -largely due to their lower organizational resources (human and financial capital) to both navigate and overcome regulatory burdens.
The following section examines some existing donor-driven efforts to address some of these binding constraints to SME growth.
II. KEY DONOR PLAYERS AND PROGRAMS
Nearly every large donor organization has launched SME support programs in response to the recognition of SMEs' critical role in promoting job creation, improved livelihoods, and broad-based economic growth. While individual programs may have different emphases, each donor organization is focusing their interventions in three key areas: (1) improving business environments; (2) addressing weak business management and operational capacity; and (3) improving access to start-up, expansion, and development capital through direct and indirect financing facilities. This paper provides a brief summary of existing U.S. government and key international financial institution (IFI) programs. While not an exhaustive list, it does provide a good snapshot of the largest donor-driven programs in developing countries. While some donor organizations have taken concerted steps in recent years to improve coordination, most programs and institutions remain fragmented. Often, different programs within a given institution remain siloed -thereby reducing available synergies and effectiveness.
A. United States Government Programs
Several U.S. development agencies have active programs that provide credit for promising SMEs. USAID and the Overseas Private Investment Corporation (OPIC) play the most important financing role; although other agencies (ex -State Department and Department of Agriculture) have several smaller programs as well. In addition, the U.S. has played a leading role in mobilizing additional IFI technical and financing resources for SMEs (see IFI program details below). To date, the U.S. government has not launched a major global SME initiative focused specifically on women entrepreneurs. USAID Development Credit Authority: The Development Credit Authority (DCA) provides partial credit guarantees to encourage financial institutions in developing countries to lend to creditworthy but underserved borrowers. DCA guarantees cover up to 50 percent of loan default losses -after which the partner financial institution takes remaining losses. Targeted sectors include: SMEs, microfinance, agriculture, health, education, water, housing, and infrastructure. The DCA is founded upon the premise that credit guarantees help achieve private-sector based development by: (1) unlocking local sources of sustainable finance without relying on donor funding; (2) inducing competition and crowding-in through demonstrating that underserved borrowers are creditworthy and profitable; and (3) sharing credit risk and reducing moral hazard concerns.
USAID's partial credit guarantees are backed by the full faith of the U.S. Treasury. There are four standard guarantee products, including:
 Loan Portfolio Guarantee (LPG): A loan portfolio guarantee involves one lending institution and multiple borrowers that are part of a borrower group specified by USAID. They are designed to encourage lenders to extend credit to areas that are underserved by financial institutions.
 Loan Guarantee (LG):
Loan guarantees involve one transaction between an identified lender and borrower. The lender is unwilling to extend the loan without the risk-sharing guarantee. USAID supports the borrower on the basis of creditworthiness and developmental impact.
 Bond Guarantee (BG):
Bond guarantees ensure investors in corporate and/or subsovereign bonds of both recovery and repayment. The guarantee often enables the issuer to obtain a higher credit rating, and by extension, access less expensive and longer term financing.
 Portable Guarantee (PG):
A portable guarantee is similar to a loan guarantee except the lender is not identified. USAID provides a commitment letter to the borrower, which allows the borrower to shop around for the best loan terms. Once the lender is identified and agrees to the terms of the guarantee, the letter becomes a loan guarantee.
Since its establishment in 1999, DCA has provided more than 225 partial credit loan and bond guarantees -thereby enabling roughly $1.8 billion of private capital to be lent in more than 60 countries. 5 The USAID budgetary cost has been only $61 million -leading to a leveraging factor of over 30:1. 6 Moreover, non-performing loans have averaged approximately 1 percent, which has helped to buttress the argument that financing underserved borrowers is both worthwhile and profitable. In 2008, the DCA signed 35 new guarantees and strategic partnerships with leading international financial institutions such as the African Development Bank and Standard Chartered Bank (see appendix I for details). Loan portfolio guarantees accounted for roughly 95 percent of total DCA activities by transaction value. There were no loan guarantees or bond guarantees in 2008.
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USAID Africa Entrepreneurs Facility: Launched in November 2007, the African Entrepreneurs Facility (AEF) will provide technical assistance, equity investment, and debt financing to African enterprises. As an initial step, USAID concluded a formal agreement with the African Development Bank (AfDB) to issue joint credit guarantees for SMEs operating in a variety of sectors. While the AEF has been very slow to get off the ground -due in part to the political transition and lack of USAID leadership -it supposedly is starting to execute financing and advisory activities. Over time, it is unclear whether the AEF will function as an amalgamation of distinct program and financing activities or as a fully integrated SME support initiative (as designed). In addition, the Obama Administration's and new USAID Administrator's plans for this Facility currently are unclear. We can expect further clarity at some point in 2010.
OPIC Project Finance: OPIC financing operations provide medium-to long-term funding through direct loans as well as loan guaranties for eligible investment projects in developing countries. Of its available loan products, the commercial bank on-lending facility is the most relevant for developing country SMEs. Under this product line, OPIC partially guaranties U.S. commercial banks' medium-and long-term loans to correspondent banks and financial houses, which in turn provide loans to local enterprises.
In 2008, OPIC completed 14 commercial bank on-lending transactions that specifically focused on increasing the correspondent financial institution's SME lending portfolio (see appendix II for details). These transactions totaled $227 million and covered 9 developing countries (Azerbaijan, Costa Rica, Iraq, Kazakhstan, Lebanon, Paraguay, Peru, Russia, and Turkey). The geographic distribution of these transactions suggests that OPIC has pursued ad-hoc financing opportunities instead of a systematic and disciplined strategy concentrating on a group of priority markets.
OPIC Investment Funds: OPIC also actively supports the creation of privately-owned and managed investment funds focusing on developing countries. 8 These funds make direct equity and equity-related investments in new, expanding, or privatizing companies. These OPIC-supported funds improve access to long-term growth capital, management skills, and financial expertise -all of which are key factors in expanding economic development. OPIC is one of the largest providers of private equity capital to developing countries. Funding commitments have totaled over $3.6 billion to more than 50 private equity funds since 1987.
9 These funds have invested $4.6 billion in over 470 companies -the vast majority of being SMEs -located across 53 developing countries.
Currently, OPIC is supporting six investment funds with a specific focus on SMEs in Sub-Saharan Africa, North Africa, and the Middle East (see appendix III for details). Collectively, these funds have or expect to have over $1.1 billion in deployable capital.
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While many other OPIC-supported investment funds do not stipulate SME finance as a priority investment focus, they undoubtedly provide substantial financing to SMEs as well.
8 OPIC typically supports the establishment of investment funds through debt financing and prefers to account for one-third or less of total contributions. 9 Source: http://www.opic.gov/investment-funds 10 Several of these OPIC-supported investment funds are still in the fundraising stage. Therefore, I have included each funds target size for the referenced calculation.
B. International Financial Institution Programs
International Finance Corporation (IFC): The IFC is one of the leading global providers of investment, technical assistance, and advisory support for SMEs -including women entrepreneurs. Over the last decade, the IFC largely has shifted from a retail-oriented support approach of investing in individual SMEs to an almost entirely wholesale approach of supporting banks and equity funds that implement the actual investments. While most of its related activities are demand-driven on a client-by-client basis, it has a number of facilities designed to address specific SME market needs on a global or regional basis. Several examples include:
 Gender Entrepreneurship Markets Program: Targets growth-oriented, womenowned SMEs in the Middle East, North Africa, and Sub-Saharan Africa 11 with solutions that facilitate and promote fast track growth. The program also helps to address gender barriers in the business environment, providing advisory services to financial intermediaries, and delivering training for women entrepreneurs.
 SME Ventures Program: Provides risk capital of up to $500,000 and advisory services to small businesses in eight counties (Sierra Leone, Liberia, Democratic Republic of Congo, Central African Republic, Yemen, Bangladesh, Nepal and Bhutan).
 SME Linkage Program: Focuses on: (1) improving local SMEs' technical and business skills; (2) facilitating access to finance for local suppliers; and (3) strengthening local supply and distribution networks. 12 The program typically targets larger companies in global frontier markets that receive direct or indirect IFC lending support.
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 Africa MSME Finance Program: Focuses on deepening and broadening the financial sector and raise the standard of financial services provided to micro-, small-and medium-sized enterprises.
 IDA-IFC MSME Initiative for Africa: Launched in December 2003, the program provided a comprehensive package of MSME-related interventions related to: access to finance; business development services; and business environment reforms. Target countries included: Burkina Faso, Ghana, Kenya, Madagascar, Mali, Mozambique, Nigeria, Rwanda, Tanzania, and Uganda. However, implementation was hampered due to poor organizational integration of IDA and IFC staff, operational delays due to IDA's internal governance procedures, and lack of recipient government commitment to specific projects. Like other large multilateral and bilateral donor organizations, the IFC also supports the creation of investment funds targeting specific regions, sectors, and market segments, such as SMEs. It has committed $1 billion for roughly 100 equity and debt investment funds and has financial stakes in approximately 25 fund management companies (see appendix IV for list of IFC investment funds supported since 2000). Information on the number of and contact information for the investment funds focusing solely on SMEs is not publicly available.
Through its Gender Program 17 , the IFC provides financing for on-lending to female entrepreneurs and disseminates best practices from the Global Banking Alliance for Women 18 covering local women's market analysis, financial products and collateral options advice, and training for clients' employees and female borrowers. The IFC's Gender Program also has a number of country-specific financial access and entrepreneur training support programs (see appendix V).
African Development Bank (AfDB): The AfDB is active in three main channels for SME support: (1) business environment reforms; (2) technical assistance for entrepreneurs; and (3) direct and indirect financing. Within that context, the AfDB has placed a greater prioritization than other IFIs on addressing hard infrastructure constraints on SME operations and profitability -namely power, transportation, and information and communication technology. With respect to direct financing, the AfDB looks to create catalytic and demonstration effects by assisting entrepreneurs with specific transactions in infrastructure, financial services, tourism, and agriculture. In addition, the AfDB has several regional private sector development initiatives that include a heavy SME component, such as:  African Guarantee Facility: The AfDB is working with the Africa Commission to further develop a proposal for an African Guarantee Facility (AGF). As currently envisioned, the AGF would be a stand-alone investment-grade entity that provides partial portfolio and portable institutional guarantees (similar to USAID's Development Credit Authority) to mobilize roughly $3 billion in local and regional financial institution lending to SMEs.
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The AfDB also has integrated several gender-specific performance targets into their operational programs -calling for women entrepreneurs to account for: (1) 60 percent of microfinance program recipients; (2) 70 percent of farmer rural finance program recipients; and (3) at least 50 percent of overall private sector operations in five African countries. 21 Moreover, the AfDB Group provides an annual prize for innovative African female entrepreneurs.
Asian Development Bank (AsDB): Similar to other IFIs, AsDB assistance for SMEs focuses primarily on business environment reforms, direct and indirect financing, and technical assistance (i.e., business education). However, nearly all of the AsDB's support is channeled through project-level activities -instead of broader, coordinated regional programs or initiatives. The nature of these interventions largely depends on the maturity of each country's underlying financial sector. For example, AsDB support for Afghanistan is largely focused on improving capacity at related government institutions and a very limited number of direct financing projects for private enterprises (see Afghanistan project examples below). In contrast, the AsDB has supported a number of 19 In 2006, Japan provided $20 million to launch the Fund for African Private Sector Assistance as a bilateral trust fund housed at the AfDB. In 2008, the AfDB contributed roughly $7.5 million out of net income proceeds -thereby bringing total available resources to approximately $27.5 million. 20 The AGF would have guarantee capital of $500 million with a targeted leverage of three times, and risk sharing coverage of 50 percent. This would mobilize roughly $3 billion of loans and $20 billion of SME investment. Source: Africa Commission (2009) 24 Like the AsDB, the majority of the IIC's support is channeled through firm-specific financing transactions and on-lending projects with local financial institutions (see appendix VII for full list of IIC on-lending transactions in 2009) -instead of broader, coordinated regional programs or initiatives. It also manages several trust funds that provide technical assistance for SMEs -largely to facilitate IIC financial support down the road. 25 However, some IIC-managed trust funds also support business environment reforms. A few on-lending transaction examples include:
 Banco Industrial e Comercial (Brazil): This $25 million loan will support SME on-lending for working capital or fixed asset acquisition -mainly for companies in the northeast, north and central west regions.
 Banco Rabobank International (Brazil):
This $200 million project will support on-lending for agricultural sector SMEs with less than $20 million in assets or annual revenue.
 Banco Mercantil del Norte (Mexico):
IIC lending will support on-lending for working capital or fixed asset acquisition for SMEs with less than $20 million in assets or annual revenue.
22 The IIC's mission is to promote and support the development of the private sector and the capital markets in member countries by investing, lending, innovating, and leveraging resources as the institution charged with fostering the development of small and medium-size enterprises to further sustainable economic development. 23 
III. NEW PROPOSALS FOR WOMEN SME ENTREPRENEURS
As noted above, nearly every large donor organization is focused on addressing three interlocking SME-related challenges: (1) poor business environment; (2) business skill capacity constraints; and (3) lack of access to capital. Given the breadth of existing SME finance initiatives, it is unnecessary for private foundations to develop entirely new strategic approaches to meeting entrepreneurs' challenges in developing countries. Interested groups instead should strive to leverage existing best practices and program resources (ex -U.S. and IFI programs) to the greatest extent possible to support their broader program objectives or specific entrepreneur stakeholders. In addition, strong consideration should be given to launching new partnerships that build off of these existing programs. This paper outlines three incremental approaches (minimalist, medium, and heavy) for consideration -with each building off the preceding approach. It also explores several potential hooks for engaging the Obama Administration as well as possible public relations considerations.
Minimalist Approach (Coordinator/Facilitator Role):
 Connect entrepreneurs with preexisting donor SME financing and technical assistance programs. 26 The information included in this paper would provide an initial basis for this effort. Both virtual and physical connections should be considered, such as: (1) establishing an online SME financial player database with stakeholder contact information; and (2) hosting one or several SME investment forums to physically connect the relevant stakeholders.
 Expand preexisting business curricula to provide training on capital fundraising strategies as appropriate. Additional local or regional organizations could be leveraged to provide scale as relevant and appropriate.
 Launch a coordinating mechanism (ex -informal matchmaking service) for related technical assistance and business training programs. This could include a Web-based portal for targeted entrepreneurs that provides information on relevant financing organizations, how to access them, and contact information for local or remote advisory support. Consideration should be given to utilizing an existing consortium or organization to avoid duplication of efforts, accelerate implementation timing, and reduce project costs.
Medium Approach (Finance Facility): In addition to the components included in the minimalist approach, consideration could be given to:
 Launching a formal partnership with USAID, OPIC, and relevant IFIs (International Finance Corporation, African Development Bank, and Asian Development Bank) to execute targeted on-lending or risk guarantee programs for specific entrepreneur populations. Careful consideration should be given to the partner banking institution to ensure consistency with program objectives.
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Public rollout could include a high-level USG or international donor event, such as a Secretary of State or USAID Administrator press conference. Appropriate on-lending arrangements may already exist in certain markets. However, new arrangements likely would be required in other focus countries.
Heavy Approach (New SME Fund): In addition to the components included in the minimalist and medium approaches, an even more intensive and comprehensive approach could include:
 Launching new dedicated debt and equity fund(s) -in partnership with OPIC and relevant IFIs -targeting SMEs in developing countries. Depending on foundations' geographic scope, this may require several regionally-focused investment funds that could be operated by one or several management firms. Depending on the fund(s) ultimate size, this could entail a capital commitment anywhere between $5-$50 million and concerted fundraising support mobilizing other institutional investors. This approach would take at least a year before the proposed investment funds begin soliciting proposals for financial support consideration. Moreover, this would require careful consideration of targeted rate of returns, cost of capital, and other investment related issues. Public rollout could include a high-level USG or international donor event, such as the White House Summit on Entrepreneurship (see below). See appendix VIII for information on the Shell Foundation's investment fund approach, which may be appropriate for replication.
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Potential Hooks: Depending on the ultimate course of action, it may become important to package the proposed initiative into a format consistent with emerging USG and multilateral efforts. In this context, there are several large-scale initiatives currently in development that could present opportune hooks, such as:
 G-20 Financial Access for the Poor Initiative: During the Pittsburgh Summit, the G-20 committed to support new models of financial services delivery for poor and underserved borrowers. 29 It plans to build on successful microfinance programs in an effort to establish new models for serving SMEs. The G-20 has established a Financial Inclusion Experts Group to: (1) identify lessons learned from innovative approaches to providing financial services; (2) promote successful regulatory and policy approaches; and (3) elaborate standards on financial access, financial literacy, and consumer protection. In addition, the G-20 committed to launch a G-20 SME Finance Challenge by the November summit in South Korea. This Challenge will include a call for private sector proposals detailing how 27 30 Among other things, the Obama Administration plans to focus both on the role of women in agricultural production and improving farmers' access to capital. Currently, it is considering ways of improving access to financial services across the entire supply chain (small-scale farmers through food processing operations). Given the prominent role that women entrepreneurs play in agriculture, this may be another interesting linkage worth exploring.
Public Relations Opportunities: Depending on their broader mission and objectives, private foundations or organizations may wish to maximize the relative public profile of any new activities. The scope of public relations outreach ultimately will depend on the option selected -ranging from a low-key operational kickoff (minimalist approach) to a high-level event for the "heavy" approach (ex -White House Summit on Entrepreneurship).
IV. Conclusion
In recent years, donor governments have increasingly focused on supporting private sector-led development initiatives. These efforts recognize the important catalytic role that SMEs play in developing economies. The large number of existing donor programs targeting SMEs can be an immediate resource for private foundations to address binding constraints on entrepreneurs' access to expansion or operating capital. In addition, this paper outlines several concrete options for private foundations to launch new initiatives, in collaboration with donor governments, to meet their organizational objectives. Against the backdrop of planned Obama Administration and G-20 initiatives, private foundations have an excellent window of opportunity to harness this growing international momentum to establish robust partnerships to deepen support for promising entrepreneurs worldwide. 
